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ABSTRACT 


Office  of  Management  and  Budget  (OMB)  Circular  A-76 
establishes  Federal  policy  concerning  the  performance  of 
commercial  activities  <CA).  The  provisions  of  Circular  A-76 
provide  the  criteria  for  conducting  the  cost  comparison  to 
determine  if  a  CA  is  more  economically  performed  by  the 
government  or  private  sector.  The  Performance  Work 
Statement  (PUS)  provides  the  baseline  for  solicitation 
documents  in  the  A-76  process.  The  research  of  this  study 
focused  on  identifying  problems  in  the  preparation  of  the 
PUS.  Research  included  review  of  existing  guidelines  and 
interviews  of  government  and  industry  personnel  involved  in 
an  A-76  solicitation  at  the  Naval  Postgraduate  School, 
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I 


INTRODUCTION 


A.  GENERAL  COMMENTS 

The  Uni  tod  States  Government,  like  any  private  bun  1  ness, 
strives  to  operate  efficiently.  Unfortunately*  this 
objective  Is  hard  to  attain.  The  lack  of  a  genuine  aarket 
and  its  associated  competition  is  a  significant  barrier  to 
the  government's  managers.  Without  competition*  it  is 
extremely  difficult  to  assess  the  relative  efficiency  of  the 
government's  operations. 

The  use  of  competition  is  the  underlying  principle  of 
the  Navy  Commercial  Activities  (CA>  Program.  Tha  general 
policy  o'  the  government  in  this  program  is  "to  rely  on 
commercial  sources  to  supply  the  products  and  services  the 
Government  needs."  [Ref.  1:11  Office  of  Management  and 
Budget  (OHB*  Circular  A- 76  establishes  Federal  policy 
concerning  the  performance  of  commercial  activities. 
Circular  A-76  delineates  the  steps  which  must  be  taken  to 
determine  whether  a  service  Is  best  performed  by  an  in-house 
government  organization  or  by  a  commercial  contractor. 

The  heart  of  the  A-76  process  is  the  Performance  Work 
Statement  (PUS).  The  PUS  specifies  the  job  requirement  and 
is  the  government  document  fror  which  the  contract  is  drawn. 
It  must  be  understood  the  sane  way  by  all  parties  frcn 
government  and  industry  perspectives.  Clarity  of  the  PUS 
must  be  achieved  to  ensure  fair  competition  as  well  as  to 
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secure  tha  proper  service  as  original iy  naodad.  If  It  Is 
not  Mutually  understood,  problens  can  arise  which  affect 
quality,  cost,  and  relations,  (i.e.,  post-award  contract 
administration  costs  and  possibility  of  contract  breach). 
In  aoat  cases  where  service  contract  problems  arise,  the 
root  is  a  poorly  prepared  PUS. 

3.  OBJECTIVE  OF  THE  RESEARCH 

Tha  objeotlve  of  this  research  is  to  ascertain 
deficiencies  in  how  PUS’s  are  drafted  and  used  in  the  A-76 
program.  Deficiencies  in  this  thesis  are  shortcoaings  that 
contribute  to  an  inefficient  and  ineffective  contracting  cut 
process.  Accordingly,  the  cost  in  aoney  and  tiae  of  PUS 
preparation  and  use  is  the  primary  focus. 

C.  RESEARCH  QUESTIONS 

Primary  Research  Question;  Uhat  are  the  principal 
problems  experienced  in  the  use  of  the  PUS  as  a  baseline 
for  solicitation  documents  in  the  contracting  out  process, 
and  how  night  these  problens  be  vesolved  in  the  pre-award 
process? 

Subsidiary  Questions; 

a.  Uhat  is  a  PUS  and  how  is  it  prepared? 

b.  How  is  the  PUS  used  in  the  solicitation  document? 

c.  Uhat  are  the  principal  problens  associated  with  the 
PUS  in  its  preparation  and  use  as  a  contracture  1 
document? 
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D.  SCOPE  OF  THE  THESIS 


The  thesis  will  focus  on  a  rvcent  A-76  study  conducted 
at  the  Public  Works  Center /Engineer lng  Division,  Navel 
Postgraduate  School,  Monterey  (NPS;.  The  A-76  study 
involved  responses  by  three  contractors  to  the  RFP  on  on  the 
Base  Operations  Support  Contract  (SOSC).  The  thesis  search 
for  information  was  limited  to  personnel  directly  involved 
with  the  contract  solicitation  process.  Naval  Postgraduate 
School  personnel  responsible  for  drafting,  tailoring,  and 
reviewing  the  specific  PUS’s  used  in  this  study  were 
interviewed  for  determination,  findings,  and  problems 
associated  with  the  PWS.  To  enhance  understanding  the 
problems  experienced  in  the  use  of  the  PWS,  persov<nel  from 
two  of  the  bidding  contractors  were  also  interviewed. 

ii.  METHODOLOGY 

Preliminary  research  included  a  review  of  the  history  of 
the  commercial  activities  program  and  policies,  and  PWS 
writing  guidelines.  Existing  regulations,  instructions, 
policy  guidance  letters  and  current  periodicals  were 
researched  relative  to  the  program  requirements. 

Fact-finding  sessions  and  interviews  were  held  with 
individuals  who  were  directly  involved  in  the  generation  and 
use  of  the  PWS  generated  for  the  A-76  study.  The  actual  PUS 
was  also  thoroughly  examined. 
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F.  DEFINITIONS 


The  following  definitions  and  taring  *r«  applicable  to 
concgpts  used  in  this  study. 

1 .  Commercial  Activities. (CA) 

A  function  aithor  contracted  out  or  performed  by  a 

Navy  activity  that  provides  a  service  or  product  that  could 

be  obtained  from  a  private  source.  A  CA  must: 

be  separable  froa  other  functions  so  as  to  be  suitable  for 
performance  either  in-house  or  by  contract,,  and  a 
regularly  scheduled  activity  of  short  duration  associated 
with  support  of  a  particular  project.  C2:1-2J 

2.  Cost. Comparison 

A  process,  using  specific  procedures,  for 
determining  the  econoaics  of  procuring  needed  services  or 
products  from  a  privata  eouroe,  or  froe  an  existing  or 
proposed  CA.  12:1-21 

3.  Conversion 

The  changeover  of  a  CA  fros  performance,  by  the 
government  to  perforuance  by  the  private  sector,  or  the 
changeover  froa  privata  sector  to  governaent.  The  former  is 
coasonly  called  "conversion  to  contract";  the  latter, 
"conversion  to  in-houes."  12:1-31 

4.  Governaent  Function 

A  function  so  closely  related  to  the  public  interest 
that  it  oust  be  perforaed  by  governaent  employees. 
Essentially,  the  use  of  discretion  in  applying  governaent 
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authority  or  value  judgment  in  Baking  governaant  ocoiaiona 
constitute*  this  close  relationship. 

G.  THESIS  ORGANIZATION 

The  organization  of  this  thesis  is  structured  such  that 
the  reader  can  logically  follow  the  developaent  of  probleaa 
experienced  in  the  pre-award  process  by  the  drafters 
and  users  of  the  PUS.  The  thesis  begins  with  the  historical 
background  of  the  CA  prograa  and  leads  to  probleaa 
associated  with  the  aethods  of  PUS  preparation. 

Chapter  I  I  presents  an  overview  of  the  CA  prograa.  The 
historical  background  and  current  prograa  status  are 
addressed.  The  aechanios  of  the  A-76  process  up  until 
contract  award  are  thoroughly  detailed. 

Chapter  III  presents  the  aotual  PUS  preparation  process 
as  delineated  in  current  guidelines.  Caaaon  problems 
associated  with  PUS  preparation  are  also  addressed. 

Chapter  IV  first  describes  BOSC-type  contracts  in 
general.  The  specifics  of  the  NPS  BOSC  solicitation  are 
then  discussed.  The  chapter  concludes  with  the  actual 
process  NPS  personnel  used  in  preparing  the  PUS  for  the 
sol icitation. 

Chapter  V  contains  the  researcher’s  conclusions  and 
recommendations  to  improve  the  PUS  process. 
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1  I .  COMMERCIAL  ACTIVITIES  PROGRAM  FRAMEWORK 
AND  BACKGROUND 

A.  HRONOLOG 1 CAL  BACKGROUND 

The  concern  over  government  coipetitHon  with  the  private 
sector  has  it*  roots  in  the  years  to  I  lowing  the  Great 
Depression.  This  concern  did  not  truly  receive  Executive 
Agency  support  until  1654  when  President  Eisenhower  first 
atteapted  to  establish  a  governaent  policy  of  placing 
reliance  on  the  private  sector  for  the  supply  of  certain 
goods  and  services.  The  Bureau  of  the  Budget  (BOB)  issued 
the  first  of  several  bulletins  In  early  1955  which 
established  a  policy  that  the  federal  governaent  will  not 
compete  with  the  private  sector  in  the  ooaaercial  activities 
arena.  Bulletins  issued  in  1857  and  1859  further  qualified 
this  general  policy  by  aandatlng  cost  eoaparisons  between 
the  governaent  and  private  sector  to  preclude  obtaining 
•lailar  services  for  higher  costs  just  for  the  purpose  of 
following  policy. 

In  1866,  the  Office  of  Manageaent  and  Bjdget  issued  OMB 
Circular  A-76.  Its  basic  principle  was  to  place  reliance 
upon  tha  private  sector  for  the  products  and  services  the 
governaent  needs.  Specifically,  this  new  directive  stated: 

Policy--the  guidelines  in  this  circular  are  the 
furtherance  of  the  government's  general  policy  of  relying 
on  the  private  enterprise  systea  to  supply  its  needs.  .  . 
in  soae  instances,  however  it  is  in  the  national  interest 
for  the  Governaent  to  provide  directly  the  products  and 
services  it  uses. 
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Circular  A-76  provided  that  a  government  coMetclal  activity 
could  provide  goods  or  services  only  under  one  of  the 
following  conditions: 

a.  Procurement  of  a  product  or  service  from  a  commercial 
source  wou.d  disrupt  or  materially  delay  an  agency's 
program. 

h.  It  is  necessary  for  the  government  to  conduct,  a 
commercial  or  industrial  activity  for  purposes  of 
combat  support  or  for  individual  and  unit  retaining  of 
military  personnel  or  to  maintain  or  strengthen 
mobilization  readinesp. 

c.  A  satisfactory  commercial  source  is  not  available  and 
cannot  be  developed  in  time  to  provide  a  product  or 
service  when  it  is  needed. 

d.  The  product  or  service  is  available  from  another 
federal  agency. 

e.  Procurement  of  the  product  or  service  from*  a 
commercial  source  will  result  in  a  higher  cost  to  the 
government. 

The  intent  of  A-76  seemed  quite  clear.  The  rule  was  to 

acquire  goods  or  services  from  the  private  sector;  the 

exception  was  to  provide  them  in-house.  [Ref.  3:6-7] 

In  1967  the  circular  received  its  first  revision  in  the 
fora  of  cost  comparison  procedure  det’rnination  guidance. 
No  other  substantive  changes  were  made. 

Throughout  the  next  ten  years,  several  government 
agencies  criticized  A-7t  as  ineffective  and  creating 

needless  controversy  and  concern.  Resistance  by  executive 
department**  and  lack  of  incentives  to  comply  contributed  to 
ineffective  implementation  of  A-76.  The  value  of  the 

program  was  in  question. 
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Consequently,  a  comprehensive  review  of  the  circular 
began  in  1977.  The  resulting  new  edition  of  the  circular, 
issued  March  29,  1979,  defined  the  steps  which  must  be  taken 
to  determine  when  an  agency  must  contract  out.  Once  again, 
it  emphasized  reliance  on  the  private  sector  and  retention 
of  al 1  governmental  functions  in-houso. 

The  commitment  to  reduce  costs  and  not  infringe  upon 
private  enterprise  b  the  government  was  reiterated  in 
President  Reagan* s  initial  year  in  office.  In  1981  OMB 
Director  David  Stockman  initiated  a  thorough  analysis  of  the 
cost  comparison  methodology  with  an  aim  to  streamline  ft  and 
make  it  more  efficient.  Revisions  were  made  to  the  circular 
A -76  that  clarified  the  procedures,  streamlined  the 
methodology,  and  enhanced  equity  in  the  process.  The 
revised  circular  was  issued  August  4,  1983.  The  current 
policy  is  based  upon  three  distinct  principles: 

1)  Achieve  economy  and  enhance  productivity, 

2)  Retain  Governmental  functions  in-house, 

3)  Rely  cn  the  Coemercial  sector. 

OMB  Circular  A-76  has  evolved  into  a  procurement  issue 
■ore  than  it  has  a  private  enterprise  protection  issue.  The 
disciplines  taught  to  and  practiced  by  contracting  personnel 
are  well-suited  for  the  extensive,  tiae-consuelng  cost 
comparisons  required  to  carry  out  a  CA  study.  The  CA 
process  is  very  complex  and  time-consuming.  Today,  32  years 
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after  thm  initial  Budget  Bulletin,  the  policies  and 
procedures  are  still  not  clear.  Support  is  still  not  strong 
as  few  people  really  understand  the  process.  Talk  of 
iiwpleasnting  new  policies  is  not  uncommon,  and  resistance  to 
existing  policy  has  precluded  effective  iaplaaentation. 

B.  PURPOSE 

OMB  Circular  A- 78  has  an  explicit  purpose:  the  forces 
of  competition  ensure  efficiency  and  fair  return  on 
investment.  Tax  dollars  are  now  being  put  to  good  use  by 
challenging  government  managers  to  find  the  most  effective 
and  efficient  means  of  doing  business  at  the  prevailing 
prices.  The  A-76  program  has  evolved  into  a  thorough 
analytical  effort  aimed  at  maximum  productivity  benefit  to 
the  government. 

C.  CRITICISMS 

The  A-76  policy  and  purpose  appear  quite  coherent  with 
obvious  potential  benefits.  Nevertheless,  the  A-76  prograe 
has  been  the  subject  of  controversy  since  the  initial  Budget 
Bulletin.  Private  businessmen  assert  the  coeaercial 
activities  studies  can  be  gamed  to  retain  functions  in- 
house.  Governaant  employee  groups  claim  A-7S  is  a  program 
to  "oontraot  out"  at  almost  any  cost.  The  National 
President  of  the  Aaerican  Federation  of  Government  Employees 
testified  before  Congress: 
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The  illusion  of  hiding  paraonntl  costs  by  contract ing-out 
is  a  cynical  political  shell  game  in  which,  the  taxpayer 
and  federal  employees  lose,  while  private  contractors  and 
political  demagogues  win.  (Ref.  4:2-31 

Neither  side  is  correct.  Misconceptions  like  these  have 

retarded  the  A-76  program's  progress  in  becoaing  a  firaly 

entrenched  policy  of  the  governaent. 

Major  criticises  which  continue  to  haunt  the  prograa 
i nc 1 ude : 

1.  Excessive  paperwork.  Dlsenchantaent  with  the  long 
leadtiaes  required  and  burdan  of  paperwork  to  aake 
studies  persists. 

2.  Loss  of  f 1 exibi 1 1 ty .  Coaaanding  officers  of 

installations  often  feel  a  loss  of  control  and  a 
corresponding  loss  of  flexibility. 

3.  Contractor  buy-ins.  Concern  exists  that  contractors 
initially  buy-in  low  only  to  subsequently  raise  their 
price  in  option  years. 

4.  The_total  cost  of  contracting-out  is  not  weighed. 

Costs  of  lost  accountability,  and  of  increased 
uncertainties  from  strikes  and  bankruptcies  are  not 
adequately  addressed. 

5 .  Contracted  services  are  insufficiently  monitored. 
Surveillance  of  private  contractors  is  thought  to  be 
substandard  and  consequent  1 y,  the  quality  suffers. 

6.  Federal  work  force  Morale  drops.  The  perception  alone 
of  a  CA  study  being  considered  for  an  organization  is 
enough  to  adversely  affect  aorale  and  thus, 
productivity.  [Rtf.  SI 

These  criticises  of  the  Circular  have  seriously  iapeded 
its  implementation.  Further  investigation  and  resolution  of 
these  Issues  are  needed  to  sake  A-76  a  workable,  effective 
prograa. 
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D.  CURRENT  PROGRAM 

i 

i 

The  actual  A-7G  pxocaas  Is  ctrai ght forward.  It  Is 

analogous  to  the  "sake  or  buy*  process  in  privato  industry. 

The  first  step  to  any  CA  study  is  to  determine  tha 

j 

coaaercial  activities.  An  inventory  is  conducted  by  each 

j 

base  to  determine  which  functions  are  coaaercial  In  nature 

I 

and  which  are  governments 1 .  i 

A  CA  inventory  includes  four  distinct  areas* 

1)  existing  in-house  coaaercial  activities, 

2)  expansions  j 

3)  existing  contracts,  and 

4)  nee  requirements. 

Reviews  of  existing  in- house  coaaercial  activities 
include  a  deterainat ion  of  whether  the  CA  must  be  retained 
in-house.  in-house  perforaance  is  authorized  under  four 
conditions : 

1)  no  satisfactory  coaaercial  source  is  available. 

2)  the  Secretary  of  Defense  or  his  designee  authorizes 
exeaptlon  for  national  defense  reasons. 

3)  the  agency  head  deteralnes  that  in-house  patient  care 
would  be  in  th®  best  interests  of  the  agency. 

4)  government  perforaance  is  lower  in  cost  as 
demonstrated  through  the  cost  comparison  procedure. 

[Ref.  1:4-53 

After  the  inventory  is  completed,  a  CA  evaluation 
schedule  is  developed  to  *tudy  the  selected  commercial 
activities  for  possible  conversion  to  contract. 
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The  current  program  requires  a  complete  review  of  a) t 
Navy  CA's  by  30  Scpteaber  16£7  [Ref.  2:3-11.  After  this 
initial  review,  functions  approved  for  in-house  perfomance 
are  required  to  be  recoapete*'*  within  five  years.  These 
original  Intentions  aay  have  been  too  aabitious.  Current 
projections  indicate  that  the  reviews  are  significantly 
behind  schedule.  The  tiae  it  takes  to  actually  perfora  the 
studies  has  been  excessive.  Original  estiaates  of  a  one 
year  evaluation  period  hav*  actual iy  evolved  into  a  two  year 
period. 

Once  a  CA  is  notified  of  possible  conversion  to 
contract,  the  next  step  is  the  developaent  of  a  Performance 
Work  Statement  (PUS).  This  is  the  aost  difficult  and  tiae 
consuming  step  in  the  process.  The  PUS  states  the 
government's  requirements.  It  includes  a  statement  of  work 
(SOU)  arid  quality  assurance  plan.  It  can  be  seen  here  that 
the  PUS  is  pivotal  in  the  process  of  contract  performance. 
The  aost  qualified  personnel  of  the  activity's  functional 
areas  typically  assist  in  the  PUS  preparation.  A  team 
approach  aust  be  followed  to  ensure  a  quality  PUS  is 
produced.  A  detailed  explanation  of  the  PUS  and  its 
preparation  can  be  found  in  Chapter  III. 

The  next  step  in  the  A-76  process  is  the  Hanagexent 
Study.  The  purpose  of  this  study  is  to  identify  essential 
functions  to  be  performed  and  determine  organization 
structure  and  procedures  for  the  aost  efficient  in-house 
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performance.  Based  upon  the  PWS  requirements,  the 
Hanageaent  Study  Team  will  prepare  the  most  efficient 
organization  (MEO)  for  the  in-house  performance  of  these 
services  with  emphasis  on  essential  functions.  Analysts, 
functional  managers,  and  supervisors  comprise  the  team  which 
conducts  this  internal  management  review.  Inputs  from 
employees,  unions,  and  manpower  studies  are  utilized 
throughout  this  process. 

Base  management  develops  a  cost  estimate  of  government 
performance  using  the  HEO  and  PUS  as  its  guidance.  This 
"bid”  is  submitted  to  the  contracting  officer  where  it  is 
sealed  in  a  safe  until  time  for  the  cost  comparison. 

While  the  base  management  develops  its  bid,  the 
contracting  officer  uses  the  PUS  to  solicit  bids  or 
proposals  from  private  industry.  The  procurement  office  Is 
responsible  for  issuing  the  solicitation  document  with  thm 
PWS  to  commercial  sources.  The  contracting  officer  can  use 
either  an  invitation  for  bid  (1FB)  or  request  for  proposal 
(RFP)  as  the  solicitation  procedure.  The  IFB  is  used  when 
the  service  can  be  clearly  described  and  is  awarded  to  the 
low  responsive  and  responsible  bidder.  The  RFP  is  used  on 
complex  mnd  multi-functional  contracts  where  the 
requirements  may  be  satisfied  by  a  variety  of  approaches. 
This  procedure  utilizes  the  management  and  technical 
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expertise  of  the  contractor  and  does  not  require  award  to 
the  lowest  bidder. 

There  are  certain  requirements  peculiar  to  CA 
contracting  that  need  to  be  included  in  any  solicitation 
package.  The  contractor  aust  be  notified  that  award  is 
based  solely  on  a  cost  comparison  between  the  apparent 
successful  commercial  bidder  and  the  government's  in-house 
estimate.  Consequent l y,  the  solicitation  may  be  cancelled 
by  the  government  If  in-house  performance  is  more 
economical.  Additionally,  the  contractor  aust  be  informed 
that  he  is  required  by  law  to  offer  employment  to  any 
qualified  government  employee  who  is  displaced  as  a  result 
of  a  CA  study. 

After  receipt  of  the  proposals,  the  evaluation  criteria 
established  by  the  contracting  officer  are  used  to  determine 
which  offer  '«  most  advantageous  to  the  government.  If  a 
RFP  is  used  as  the  solicitation  procedure  this  source 
selection  process  usually  involves  negotiations  as  well. 

The  selected  contractor's  proposal  and  the  ln-house 
Management  Study  are  then  compared  in  accordance  with  OMB 
Circular  A-76.  The  purpose  of  this  comparison  is  to 
determine  the  total  cost  to  the  government  if  a  contract  is 
awarded.  This  comparison  is  much  more  than  a  bottom-line 
comparison.  Personnel,  one-time  conversion,  and  contract 
administration  costs  are  three  of  the  eleven  costs 
calculated  on  the  cost  comparison  fora.  A  conversion 
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differential  ’  10  percent  of  tha  in-house  personnel -related 
costs)  is  addad  to  the  contractor's  proposal.  This  Is  for 
consideration  of  the  loss  of  production,  decrease  in 
efficiency,  and  other  risks  anticipated  with  a  conversion  to 
contract. 

The  oat  to  the  government  is  then  compared  to  the 
government's  total  in-house  costs.  These  two  figures 
determine  whether  the  services  are  performed  in-house  or  by 
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1  I  I  -  THE  PERFORMANCE  WORK  STATEMENT  « PWS ) 


A .  GENERAL /CURRENT  GU 1  DEL  I NES 

The  PWS  Is  a  per f oraance-or lented  stateaent  of  work. 
Accordingly,  it  should  state  what  the  expected  standard  is 
and  the  acceptable  quality  levels.  Detailed  procedural 
guidance  aust  be  avoided.  The  PWS  does  not  tell  the 
contractor  how  to  perfcre  the  task,  but  rather  what  the  end 
result  ■  i nt  be.  For  exaaple,  in  the  IEB  studied,  the 
contractor  aust  aaintain  the  grass  within  a  height  range 
froe  1  1/2  to  2  inches  to  aeet  the  Maintenance  Level  I 
requi resents.  The  contractor  aust  be  allowed  to  use  his 
discretion  in  the  allocation  of  his  resources.  The  PWS  can 
encourage  efficient  supply  by  allowing  the  contractor  to 
aake  aanageaent  decisions  concerning  the  selecticn  between 

alternative  Methods* 

OPNAVINST  4860. 7B  clearly  delineates  the  eethods  for 
developing  the  PWS.  "Writing  and  AdaJ nistering  Performance 
Work  Stateaents"  is  Enclosure  (2)  of  this  instruction.  This 
89  page  section  is  actually  QFPP  Pamphlet  §4  developed  by 
the  Air  lores  Logistics  Management  Center.  By  exaaining  a 
broad  section  of  service  contracts,  a  teaa  fully  tested  and 
ref innd  various  ideas  in  the  deveiopaent  of  this  pamphlet. 
This  writing  guide  Las  supposedly  proven  itself  as  an 
ek'isl  Isnt  acthod  to  ensure  the  governeent  gets  what  it  pays 
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for  and  rc/aains  the  principal  juidancw  aval  labia  for  PUS 
writing. 

B.  PREPARATION 

PUS  praparation  la  broken  down  Into  thraa  phasaa: 

t )  Job  ana  I ya 1  a 

2)  Writing  tha  utateaent  cf  work 

3)  Ur 1 ting  tha  aurvaillanca  plan 
1.  Job  Ana  I ya la 

Tha  analyat  raaohaa  tha  parfornanca  raquirad  by  tha 
contractor  aftar  prooaading  through  a  step-by-step  pronaaa. 
Savan  apaeific  atapa  ara  followed.  First,  tha  organisation 
la  analysed  and  tha  services  provided  ara  ldantifiad. 
Typically,  a  aission  stataaant  is  generated,  and  tha 
organizational  alaaanta  and  aarvioas  parforaad  (no real  and 
contingent)  ara  ldantifiad. 

Second,  tha  analyat  prepares  a  tree  diagraa  or  work 
breakdown  structure  (UBS)  which  breaks  a  job  or  sarvlca  into 
sealler  parts.  This  diagraa  is  quite  useful  as  1 t  later 
serves  ca  tha  outline  for  tha  work  stataaant  and  as  an 
accounting  tool. 

Tha  third  atap  is  the  work  analysis.  This  step 
further  breaks  down  tha  tree  diagraa  Into  input,  work,  and 
output.  Tha  analyat  aust  understand  what  is  neoded  to  do 
tha  task,  what  coaprisas  tha  task,  and  what  the  task 
produces  to  develop  an  affective  work  stataaant. 
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Th»  fourth  stop  Is  dots  gathering.  This  applies  only  to 
th»  ssrvicss  to  bs  contractsd.  Workload  data  and  rssourcs 
data  a/a  tha  two  categories  of  Inputs  required  If  the  bidder 
is  to  bid  intelligently.  Historical  inforaation  is  aodifiad 
with  projected  changes  to  reach  an  estiaated  workload. 
Resources  needed  to  parfora  the  work  are  then  calculated  and 


typically  fall  into  one  of  the  following  suboategor ies i 
personnel,  facilities,  equipaent,  or  aaterial. 

The  fifth  step  is  perforaanee  analysis.  Perforaanoe 
values  for  each  service  are  assigned.  These  values  have 
three  coaponents.  An  indicator  aust  first  be  assigned  which 
is  a  aeasurab i e  characteristic  of  the  service.  For  exaaple, 
the  indicator  for  grass  cutting  is  grass  height.  Next,  a 
standard  is  set  which  clearly  states  the  acceptable 
perforaanee.  Finally,  the  acceptable  quality  level  is 
established.  This  recognizes  that  occasional  failures 
will  occur  and  allows  the  contractor  to  deviate  free  the 
standard  by  a  certain  parcentage  (either  ii  teras  of  the 
standard  or  ties). 

The  sixth  step  is  to  detereine  what  directives  or 
instructions  apply  to  tha  service  to  be  provided.  These 
directives  should  be  kept  to  a  elnlaua,  and  classified  as 
either  optional  or  aandatory. 

The  seventh  and  final  step  is  the  analysis  of 
deductions.  The  analyst  prepares  the  estieated  contractor 
cost  of  each  service  to  be  provided.  These  costs  are  then 
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expressed  In  the  itat»<>nt  of  work  at  a  paroantagd  of  total 
contraot  coat.  If  the  work  is  not  dona  satlsfnctori ly,  tha 
value  of  that  work  oan  ba  withheld. 

2.  tfrl tins  the  Stataaant  of  Work  (SOW) 

A  datailad  job  analysis  should  rasult  in  a  aaooth 
writing  prooasa.  Stnoa  all  data  oollaotion  and  analysis  has 
baan  dona  in  tha  Job  analysis  prooass,  al I  that  raaains  to 
ba  dona  hara  is  to  put  tha  words  in  the  appropriate  sarvloa 
contraot  foraat. 

Tha  guidanoa  appears  straightforward  and  trouble- 

free  t 

detaraine  objaotlvea 
detaraina  govarnaant  action 
prepare  outline 
write  "quick”  first  draft 
first  adit 

second  parson  review  by  buyer  or  taohnioal  person 
final  changes 

put  in  final  fora  (Ref.6t451 
Tha  drafter  aust  ba  axtraaely  careful.  Every  word, 

phrase,  sentence,  etc.  aust  ba  carefully  thought  out. 
Aabiguous  taras  foster  interpretation  probleas.  A  well- 
written  SOW  is  paraaount  to  successful  contract  coaptation. 
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3 .  Wr 1 1 1  m  _ths  _Sur vil  I  1  »nc»  Plan 


Contractual  raqui raaanta ,  regardless  of  how  we  I : 
written  are  not  self-enforcing.  If  the  government  does  not 
adequately  enforce  its  original  requl resents,  there  is  a 
strong  porslbility  that  these  requirements  will  not  be  aet. 
Coapl lance  with  the  contractual  requirements  is  dependent 
on  the  contractor's  own  interests  which  rarely  coincide  with 
the  governaent' s. 

The  surveillance  plan  assures  that  the  governaent 
maintains  an  active  role  in  contract  aanageaent  through  a 
systematic  contract  adainistration  procedure.  The  plan's 
goal  is  to  deteralne  if  the  contractor  aeets  the 
requirements  of  the  contract,  in  terms  of  quality  and 
quantity. 

Surveillance  plan  developaent  involves  three  major 

steps ; 

1.  Identify  key  performance  indicators. 

2.  Identify  infornatlon  sources,  and 

3.  Develop  tools  to  facilitate  measurement. 

Identifying  performance  indicators  occurred  earlier 
in  the  job  analysis  phase.  The  main  task  now  is  to 
distinguish  which  performance  indicators  are  critical  to 
evaluate  the  service.  Manpower  constraints  preclude  the 
monitoring  of  all  performance  indicators  and  even  all  values 
they  may  assume  over  the  contractual  period.  Therefore, 
only  the  key  indicators  are  included  in  the  surveillance 
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plan  and  these  must  be  saapisd  in  a  coharent.  unnar  by 
using  M I LS7D-  105r>.  Ideally,  the  analyst  should  select 
indicators  which  overt lap  several  functions  to  best  evaluate 
the  service. 

Identifying  information  sources  involves  the 
selection  of  an  appropriate  feedback  Mechanise  which 
accurately  describes  the  quality  of  the  service.  There  are 
four  principal  sources  of  inforaation:  Customer  coaplaints, 
randoa  sampling,  management  inforaation  systems,  and 
checklists.  The  use  of  management  information  systems  and 
random  samplings  are  the  preferred  methods.  Randoa  sampling 
is  the  most  frequently  used  method  in  A-76  contracts. 
Manageaent  by  exception  is  normally  the  approach  followed 
in  evaluating  the  service.  Basically,  noncomp 1 iances  are 
recorded  to  determine  a  course  of  action.  If  the  desired 
quality  level  is  met,  then  no  action  is  taken  by  the 
government.  If  the  performance  is  unsatisfactory 
(substandard  quality  level),  then  the  govern; ?nt  will  take 
action  to  adjust  the  performance  level. 

f 

Surveillance  plan  development  concludes  with  the 
generation  of  tools  to  facilitate  the  evaluation  process. 
!n  the  case  of  random  sampling,  a  sampling  guide  is  ar 
appropriate  tool.  A  sampling  guide  clearly  describes  the 
acceptable  quality  ievei,  lot  size,  sample  size,  sampling 
procedure,  inspection  procedure,  and  acceptable  deviation 
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levels.  An  inspector  uses  this  guide  to  gather  the 
information  needed  to  evaluate  the  perfora&nce  of  the 
service. 

After  the  surveillance  plan  is  developed,  the  PUS 
uses  a  Performance  ftequi recent s  Summery  (PRS)  to  exercise 
the  government's  rights  under  inspection.  The  PRS  is  based 
on  the  deductions  calculated  in  the  job  analysis  phase.  It 
assumes  the  defects  cannot  be  corrected  by  the  contractor. 
Therefore,  the  contract  price  is  reduced  to  reflect  the 
reduced  values  of  the  services  performed.  The  PRS  sets  forth 
a  precise  method  and  formula  to  calculate  this  reduction. 


C.  COMMON  PROBLEMS 

Current  Navy  guidelines  spell  out  problems  that  should 
be  avoided  during  the  PUS  preparation  process.  Drafters 
should  pay  particular  attention  to  these  pitfalls  to  ensure 
the  PUS  is  a  clear  and  comprehensible  document.  Among  the 
most  common  problems  are: 

. .  Too  such, procedure  1  guidance.  The  drafter  must  ensure 
the  contractor  is  told  what  to  do  and  not  how  to  do 

i  t. 

2.  Long  andwordy  sentences.  Sentences  should  be  simple 
and  direct.  Basic  subject-verb-object  order  should  be 
the  drafter's  goal. 

3.  Unfamiliar  .terminology.  The  drafter  should  be  careful 
not  to  use  terms  that  could  be  misunderstood  by  the 
contractor.  Common  language  is  the  key. 

4.  Vague  and  unclear  terms.  Ambiguity  oust  be  avoided 
through  the  use  of  consistent  terminology  throughout 
the  PUS. 
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Tito  dr«ft«r  wi«t  iorutlnts«  the  PUS  m 
alrtivlf*  *iiy  u**>«o«»»*ry  eoi.fi  lots.  Ei*|. 


t  trtwlt 
4i'&  3 
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IV.  BASE  OPERATIONS  SUPPORT  CONTRACT 
AT  THE  NAVAL  POSTGRADUATE  SCHOOL 


A.  GENERAL 

A  Baa*  Oparatlnf  Support  Contract  (BOSC)  la  a  specific 
typa  of  service  contract  within  tha  Oapartaant  of  Dofanaa. 
Navy  BOSC’ a  ara  administered  by  tha  Naval  Facilities 
Englnaaring  Cosaand  or  Naval  Supply  Systaas  Command 
depending  upon  which  ccaaand  has  tha  aajority  of  the 
functiona.  BOSC' a  Include  such  servlcea  aa  post  control, 
food  service,  and  housing  and  grounds  Maintenance.  A 
typical  BOSC  is  a  large  Multifunction  procurement  •vith  one 
priae  contractor.  A  tlO  Million  BOSC  la  not  uncoaaon.  Tha 
front-end  coats  associated  with  solicitation  preparation, 
bid  evaluation,  and  selection  Must  be  offset  by  the  size. 
Less  contract  administration  costs  c.nri  nintnel  jovernaent - 
to-contractcr  and  contractor- to-contritctor  interfaces  are 
tha  advantages  of  selecting  ono  prise  contractor.  Normally, 
*  BOSC  is  oriented  towards  performance  specifications  where 
the  methods  and  management  of  performance  are  at  the 
contractor  * •  discretion. 

The  Department  of  Defense  conducted  1,054  BOSC- type 
competitions  from  early  1979  through  1984.  In-house 
activities  won  48  percent  of  these  competitions,  primarily 
by  bidding  well  below  their  precompeti t ion  costs.  These 
critical  self  evaluations  realized  through  competition  have 
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rewult.a'i  in  a  29  percent  reduction  in  optrtUng  costa 
primarily  because  activities  are  now  iora  conscious  of 
WAsttfui  prtotiCM  than  svsr  before. CRef .  7:31.  Traditional 
practices  such  as  working  within  a  budget  and  adhering  to 
standard  operating  procedures  have  contributed  to  these  cost 
savings. 

BCtSC’s  offer  several  advantages  besides  the  lower  costs 
of  performance  and  contract  adainiutration.  Flexibility  is 
a  significant  attribute.  BOSC's  offer  the  flexibility  to 
add  work  depending  upon  the  scope  and  contract  type. 
Additionally,  a  coaaaroial  contractor  frequently  possesses  a 
eul ti-ski 1  led  BOSC  work  force.  This  allows  the  i  .ftlng  of 
resources  without  significant  oosts  and  disruption  to  the 
base.  For  example,  in  one  current  BOSC  one  contractor 
operates  20  buses  with  only  IS  full-tine  drivers  since 
ground  maintenance  workers  augment  the  regular  driver's  pool 
when  needed  [Ref.  7*51. 

The  size  alone  of  a  BOSC  is  large  enough  to  attract  the 
established  leaders  of  industry  who  are  concerned  with 
quality  performance  and  their  reputations.  For  example.  Pan 
American  World  Services,  lino,  is  responsible  for  total  base 
maintenance  at  the  Navy  Submarine  Base  in  Bangor, 
Washington. 

Conversely,  B0SCrs  have  disadvantages.  Although  they 
may  be  more  flexible  than  several  email  contracts,  BOSC’s  do 
not  offer  the  s*me  flexibility  *s  in-house  perforaance. 
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Changes  often  involve  extensive  administrative  actions  which 
can  be  tiae-consuaing,  costly,  and  disrupting.  in  the  hands 
of  a  poor  contractor,  a  BOSC  can  be  a  nightaare. 

Cost  control  aay  be  a  problea  in  a  BOSC.  Saaller 
contracts  often  isolate  individual  functions  to  their 
associated  costs.  Consequent ly,  contractor  perforaanoe 
evaluation  is  straightforward.  BOSC*s,  are  on  the  other 
hand,  are  aore  difficult  to  evaluate.  Shifting  of  resources 
within  a  BOSC  contractor's  organization  presents  costing 
probleas. 

Nevertheless,  the  benefits  appear  to  outweigh  the  costs. 
BOSC's  exhibit  saart  business  practices  and  are  consistent 
with  the  goals  of  A-76.  The  introduction  of  coapetitlcn 
into  base  support  services  has  foroed  coaaercial  coapanies 
and  ir.-heuse  activities  to  seek  innovation  cost-cutting 
strategies. 

B.  BACKGROUND 

Fiscal  year  1992  aarked  the  Navy's  first  concerted 
effort  to  fully  iapleaent  A-76.  Up  until  that  point  only  98 
Navy  CA  studies  had  bean  coaplstsd  froa  FY  1979  (tha  year  of 
the  circular's  last  revision)  through  FY  1981.  This 
represented  a  very  saal 1  percentage  of  the  Navy’s  CA’s.  In 
FY  1982  alone,  the  Navy  coapleted  153  studies,  followed  by 
240  in  FY  1983. 
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Consistent  with  this  effort,  in  lets  1901  NAVFAC  Western 
Division  located  in  Sen  Bruno,  California  directed  the  Navel 
Postgraduate  School  to  study  several  funotion  for  possible 
conversion  to  contract  in  accordance  with  the  CA  progrua. 
The  functions  fell  under  three  broad  categories*  Public 
Works  <PW>,  Educational  Media  Department  (END),  and  Supply. 
In  Harch  1902,  Western  Division  directed  the  Naval 
Postgraduate  School  to  prepare  the  Performance  Work 
Statement  for  the  solicitation  docuaent.  Western  Division 
planned  a  solicitation  issue  date  of  31  May  1983  to  allow 
sufficient  ties  for  proper  advert iseaent  and  source 
selection  in  FY  1983.  Accordingly,  sealed  offers  were  to  be 
subaitted  on  or  before  1  August  1983,  or  sixty  days  after 
the  solicitation  issue.  The  PWS  preparation  period  of  March 
1982  through  Kay  1983  was  considered  aapie  time  to  prepare  a 
clear  and  unaabiguous  PWS. 

In  accordance  with  its  original  plan,  Western  Division 
issued  the  BOSC-type  request  for  proposal  (RFP)  31  May  1983. 
This  solicitation  involved  base  operation  and  aaintenance 
services  for  the  Naval  Postgraduate  School  and  the  Naval 
Facility,  Point  Sur.  Western  Division  grouped  all  functions 
into  a  BOSC-type  doouaent  priaarily  because  it  felt  one 
contractor  could  perform  all  functions  which  would  result  In 
lower  cost  to  the  governaent.  Although  two  distinct  bases 
were  Involved  in  the  solicitation.  Western  Division  felt  the 
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work  brt«kdoHn  foil  in  such  a  Banner  that  lent  itself  to 
saooth  aanageaent  by  one  contractor.  The  Plf  functions  were 
to  be  perforaed  at  both  bases  with  the  exception  of 
custodial  services  and  transportation  operations  (Point  Sur 
only).  The  EHD  functions  involved  only  NPS,  and  the  Supply 
functions  (including  food  service)  involved  only  Point  Sur. 
The  reaalning  PW  functions  were: 

1)  pest  control 

2)  transportation  aaintenance 

3)  boiler  plant  and  distribution  systea  aaintenance  and 
operations 

4)  adainistrat i ve  telephones 

5)  fealty  nousing  aaintenance 

6)  other  buildings  aaintenance,  and 

7)  grounds /sur faced  areas  aaintenance 

The  solicitation  document  followed  the  unlfora  contract 
foraat  of  schedule,  general  provisions,  docuaents,  exhibits, 
attachaents,  and  general  instruct ions.  It  was  the  sheer 
size  of  the  docuaent  that  distinguished  lit  froa  others.  The 
solicitation  exceeded  three  hundred  pages. 

The  PUS  section  included  five  subseotions  totaling  164 
pages:  general,  adainistrative,  definitions,  specific 

tasking,  and  applicable  directives  and  publications.  This 
did  not  include  the  19  technical  exhibits  referred  to 
throughout  the  PVS.  The  aost  cuabersoae  subsections  were 
the  last  two.  Eleven  annexes  coaprised  the  specific  tasking 
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■ubicotlon  which  totaled  125  pagas.  Each  annex  addrassad  a 
apaoiflo  function.  Transportation  aaintenance  and 

*w  .  , 

Operations  were  ooebined  into  one  ahnex.  Supply  services 
and  food  aervicea  were  two  aeparate  annexed.  The  recoining 
functions  each  had  tti  own  annex*  The  annexes  and  their 
corresponding  number  of  page*  verst 
i>  Peat  control  <13) 

2)  Transportation  aaintenance  and  operations  <4> 

3)  Boiler  plant  and  distribution  syatea  aaintenanoe  and 
operations  (8) 

4)  Food  services  (25) 

5)  Audiovisual  services  CIO) 

6)  Adainiatrati ve  telephones  (4) 

7)  Maintenance  of  ailitary  fealty  housing  (18) 

8)  Other  buildings  aaintenance  (IB) 

9)  Grounds/surfaced  areas  aaintenance  (£3) 

10)  Custodial  services  <8> 

11)  Supply  operations  (3) 

Each  annex  broke  down  even  the  Post  staple  service  into 
painstaking  detail.  For  exaaple,  the  food  service  section 
included  suoh  guidance  as  to  what  constituted  clean  windows 
and  doors.  Actual  procedures  were  not  delineated  but 
standards  were. 

The  applicable  directives  and  publications  subsection 
was  equally  axacting.  Although  only  eight  pages  in  length, 
it  listed  112  different  oucuaents.  Additionally,  it.  dictated 
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the  contractor  aasua*  full  responsibility  for  any  changes  in 
tha  fora  of  suppieaents  or  aaendaants  to  the  references. 
Each  docuaent  was  coded  either  advisory  or  aandatory.  The 
contractor  was  obligated  to  follow  the  aandatory  lteas  only 
to  the  extent  stated  in  the  specification  when  a  specific 
paragraph  was  referenced.  Nevertheless,  the  requireaent  was 
substantial  given  that  only  20  of  the  docuaents  were 
advisory. 

Despite  the  guidance  contained  in  the  original  PUS, 
Naval  Postgraduata  School  pareonnal  etill  coneiderad  tha  PUS 
lncoanlete.  As  Is  often  the  case,  PUS  preparation  tine 
actually  raquirad  aora  than  tha  allotted  tine. 
Nevertheless,  Ueatern  Division  issued  the  RFP  solicitation 
with  an  incoaplete  PUS.  Consaquant ly,  the  RFP  required  a 
total  of  eieven  aaendaents  over  a  six  and  one-half  aonth 
period  which  ultiaately  rasulted  in  a  9  January  proposal 
subaission  deadlina. 

The  first  four  aaendnents  prlaarliy  involved  additions, 

deletions,  and  aodi f 1  oat ions  to  tha  original  PUS  and  the 

technical  exhibits  which  contained  the  historical  data 

inforaation  on  which  the  offeror  Bust  base  his  proposal. 

Soae  of  these  changes  included: 

reclassifying  "aateriai  costs"  as  "aaterial  invoice 
costs" 

using  strictly  the  "Corps  of  Engineers  Safety  Manual" 
rather  than  in  conjunction  with  OSHA  Regulations 
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holding  the  contractor  responsible  for  providing 

petrol ou*»  oil  and  lubricant  product ft  for 
transportation  aarvioaa 

adding  a  No.  S  oil  raquiraaont  to  tha  natural  gas 
requirement  in  NPS  boilers 

Although  these  aaandaents  were  relatively  easy  to 

incorporate  into  a  proposal.  it  would  be  unfair  to  expect 
the  offerors  to  still  aeet  the  original  deadline. 

Accordingly,  aeendeent  five  postponed  the  proposal  receipt 
date  to  30  August  1983. 

Aeendeent  six  (24  August  1983)  postponed  the  receipt 
date  to  25  October  1983  in  anticipation  of  a  revision  to  the 
technical  exhibits.  Data  aacueulation  proved  to  be  a 
significant  problee  throughout  the  PUS  preparation  process 
as  a  thorough  job  and  co^t  accounting  systen  was  not  in 
place.  This  deficiency  resulted  in  the  use  of  either 

incomplete  or  Inaccurate  estieatss  in  the  original  technical 
exhibits.  Consequently,  aeendeent  seven  contained 
significant  technical  exhibit  revisions  which  forced  the 
offerors  to  review  their  proposals  and  the  government  to 
postpone  the  proposal  receipt  deadline. 

Aeendeent  eight  contained  einor  revisions  to  two 
annexes. 

Aeendeent  nine  (1  November  1983)  deleted  all  portions  of 
the  basic  RFP  and  aeendaents  one  through  eight  as  pertaining 
to  NAVFAC,  Point  Sur,  in  anticipation  of  its  closure.  This 
elieinated  annexes  4,  10,  and  11  and  reduced  the  scope  of 
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all  others  except  anntx  S.  This  raduced  tha  soopa  of  work 
algnif ioant ly  tharaby  affecting  tha  offerors*  proposals. 
Conaaquant 1 y »  tha  governaent  postponed  tha  propoaal  racaipt 
daadllna  until  19  Dacaabar  1963. 

Aaandaant  tan  did  not  affect  tha  PWS  nor  tha  acopa  of 

work 

Aaandaant  alavan  (19  Dacaabar  1983)  postpoed  tha 
raoaipt  data  until  6  Jan  1984  to  allow  additional  tini  tor 
tha  offarora  to  prapara  thair  proposal  a  sinoa  tha  souroa 
aa loot ion  prooaaa  would  not  ooaaanoa  until  aftar  tha  holiday 
par iod. 

Tha  RFP  raquirad  tha  offarora  to  subait  price  proposal  a 
for  tha  basa  contract  yaar  (inoluding  phase-in)  and  aaoh 
individual  option  yaar  ona  through  four. 


C.  PREAWARD  PROCEDURES 

1 .  Governaant  Solicitation  Preparation 

Tha  govarnaant  apanda  a  larga  aaount  of  tiaa  and 
aonay  in  tha  preparation  of  tha  aolicitation  docuaant.  Aa 
previously  aantlonad,  tha  PWS  preparation  process  is  tha 
aost  sxpansiva  and  t lao-consuaing. 

Tha  Naval  Postgraduate  School  PWS  process  took 
alaost  two  yaara  to  coaplete.  Unf aai 1 iar i ty  with  tha  A-76 
procasa  and  lack  of  supporting  docuaantation  and  data 
precluded  a  caoother,  shorter  process.  Consequently.  tha 
actual  procedure  differed  substantially  froa  tha  published 
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|uld«lln«a.  Tha  SOW  writ inf  phaw  actually  preceded  v  job 
analysis  phase  ainoa  thara  was  llaitad  data  aval labia 
initially  to  tha  BOSC  coordinator.  Throughout  tha  antir* 
PWS  prooaaa,  tha  hiatorioal  data  Mas  constantly  updated  to 
beat  ref  loot  tha  aol ioi tation* a  requireaenta. 

Tha  initial  atop  in  thia  study  involved  travel  to 
Pensacola*  Florida  of  threr  top  aanagara  of  tha  funotiona 
planned  for  study.  Naval  Air  Station*  Whiting  Field  had 
coapleted  a  similar  CA  study  in  i082.  Tha  priaary  objaotiva 
of  tha  travel  was  to  obtain  first-hand  information  of  tha 
process  and  problems.  These  three  individuals  also  returned 
with  a  copy  of  the  Pensacola  CA  study.  The  framework  for 
the  Naval  Postgraduate  Sohool  study  was  based  primarily  upon 
this  information.  A  base  engineer  of  the  Engineering 
Division  then  examined  generic  PW$*s  developed  by  the  Naval 
Faoiiities  Engineering  Command  (NAVFAC) . 

Although  considered  useful  by  the  engineer*  the 
generic  PWS* a  still  required  extensive  modification  to  fit 
the  specific  requirements  of  the  base. 

After  extensive  tailoring*  the  "rough”  PWS's  were 
delivered  to  the  shop  foremen  for  seoond  person  review. 
Tils  is  where  the  workers  themselves  had  the  opportunity  to 
provide  inputs.  For  the  first  three  months  of  the  PWS 
process  each  shop  foreaan  conducted  weekly  "quality  circles" 
where  five  or  six  workers  discussed  what  should  be  included 
in  the  specific  tasking  subsection  of  the  PUS.  The  shop 
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forftHD  then  consolidated  and  rafinad  these  inputs.  This 
took  a  considerable  aaount  of  tlaa.  Although  those  PWS's  had 
already  been  tailored  to  the  base,  one  interviewee  stated  it 
took  hie  three  aonths*  four  hours  per  day  to  aoouratoly 
review  thee.  The  prieary  reason  for  this  lengthy  review 
process  was  the  lack  of  inputs  on  how  the  job  was  being 
done.  Accurate  data  on  how  a  Job  was  done  and  how  long  it 
took  was  not  readily  available.  Naval  Air  Station,  Leaoore 
provided  inputs  to  the  data  aoouaulation  process  since  at 
the  tiee  of  the  study,  work  perforaanoe  data  was  not 
regularly  tabulated  at  the  Naval  Postgraduate  School. 
Consequently,  activities  who  had  studies  done  were  used  as 
sources  of  inforaation.  Adapting  data  froa  other  activities 
to  the  Naval  Postgraduate  School  was,  without  question, 
the  aode  of  operation. 

After  the  shop  foreaen  tailored  the  PWS’s,  the  base 
engineer  recheoked  the  PUS'S  and  delivered  thee  to  Western 
Division  NAVFAC,  the  contract  issuing  authority.  In  this 
final  state,  contracting  personnel  checked  the  PUS's  for 
style,  aabiguity,  aisused  words,  sentences,  etc.  Every  word 
had  to  be  scrutinised  to  preclude  possible  interpretation  to 
the  contractor's  advantage. 

The  final  step  in  the  PUS  process  involves  the 
developaent  of  a  surveillance  plan  or  quality  assurance 
prograa.  Tha  BOSC  Coordinator  and  three  personnel  froa  the 
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Coaaercial  Activitias  Program  Detachment,  San  Diego 
developed  this  ptan  in  one  aonth.  Exact  details  concerning 
the  surveillance  plan  were  not  clear  since  the  BOSC  was 
retained  in-house  and  the  majority  of  the  work  was  done  by 
the  CA  Detachment.  The  Public  Works  Department  does  not 
currently  use  the  QA  pian  since  the  guidance  it  has  received 
indicates  the  MEQ  will  perfora  quality  control.  Two  specific 
documents  support  this  contention: 

1)  Coaaercial  Activities  Progran  Detachment  letter  Ser  f 
4860,  dated  2A  June  1983  states: 

"A  comprehensive  Quality  Assurance  Program  must  be 
iapleaented  at  the  Naval  Postgraduate  School  to  insure 
the  government  receives  quality  work  and  service 
should  the  Base  Operations  and  Maintenance  Functions 
contained  in  solicitation  RFP  N62474-83-R-2945  convert 
to  contract." 

2)  Chief  of  Naval  Operations  letter  Ser  *  O9BL/4U306465, 
dated  31  October  1984  states: 

"Quality  control  Is  one  of  two  areas  in  A-76  cost 
comparisons  where  the  government  is  not  required  to 
bid  on  the  same  work  as  the  contractor.  Should  the 
Postgraduate  School  perfora  the  public  works  function 
in-house,  its  MEO  wilt  perfora  quality  control.  it  is 
not  required  to  establish  a  separate  quality  assurance 
organization  to  monitor  in-house  performance." 

In  summary,  the  amount  of  man-hours  expended  on  the 
PUS  preparation  was  excessive.  The  base  engineer  himself 
worked  in  the  PUS  development  process  approximately  half¬ 
lime  the  first  year,  and  full  time  the  second  year.  One 
shop  foreman  estimated  that  personnel  in  his  shop  (including 
himself)  worked  between  two  and  three  aan-years  in  this 
process.  An  Internal  Public  Works  memorandum  dated  12 
April  1983  indicated  since  March  1982  the  Public  Works 
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d«parta«nt  incurred  6213,922  in  coats  associated  with  the  CA 
sttdy.  Final  estiaates  were  in  the  6400,000  range. 

2.  Industry  offer  Preparation 

Three  coaaercial  contracting  firas  subaitted 
proposals  in  response  to  the  BOSC-type  solicitation.  To 
better  understand  the  preparation  process,  the  researcher 
interviewed  the  president  of  one  fire  (Fire  A)  and  the 
proposal  coordinator  cf  another  (Fire  B).  Although  the 
firas  differed  significantly  in  experience  level,  the 
process  they  used  were  actually  quite  siailar. 

Fire  A,  founded  in  1971,  had  einiaal  experience  with 
BOSC-type  contracts  and  subaitted  its  proposal  as  a  joint 
venture  with  another  inexperienced  fira  (founded  in  1980). 
Additionally,  Fira  A  iaaediately  hired  a  consultant  to 
prepare  the  proposal.  The  consultant  was  a  retired  Navy 
Supply  Officer  with  extensive  experience  in  Navy  service 
contracts  and  PUS  preparation.  It  was  felt  this  background 
and  understanding  was  critical  to  prepare  a  successful 
offer. 

Fira  A’s  direct  involveaent  with  the  offer 
preparation  was  quite  1  ini  ted.  The  consultant  coordinated 
the  entire  process.  Fira  A’s  personnel  contribution 
consisted  of  clerical  assistance  and  eaployee  interviews 
which  totaled  approx iaate ly  2S0  hours.  The  consultant 
hiaself  spent  approx iaate 1 y  700  hours  including  the 
interview  tiae  on  the  solicitation  preparation.  The  final 
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proposal  document  total  ad  over  250  pages  costing  Fira  A  over 
*25,000. 

Conversely,  Fira  B  had  extensive  experience  in 
sarvioe  contracts  with  the  governaent.  It  had  performed 
BOSC-type  work  for  several  Air  Force  Lises,  but  had  limited 
Navy  contract  experience.  Consequently,  Fira  1  appointed  as 
the  oropcsal  coordinator,  a  relative  newcomer  who  had  gained 
relevant  experience  prior  to  joining  Firm  B.  Like  Fira  A, 
Fira  B  felt  that  Navy  experience  was  critical  to  a 
successful  preparation. 

Fira  B  used  an  approach  similar  to  ?lrx  A's.  The 
proposal  coordinator  received  Melted  inputs  from  lower- 
level  personnel  xrl  relied  mostly  upon  his  past  Navy 
experisnca.  Fire  Bvs  final  proposal  dooueent  totaled  over 
400  pages  costing  Fira  B  approximately  *20,000  and  400  aan- 
hcurs. 

Both  firms  stressed  experience  is  extremely 
valuable  when  bidding  BOEC-type  contracts.  Even  with 
experience,  both  flras  recommended  the  use  of  consulting 
services.  It  was  clear  to  the  researcher  that  each  service 
drafts  its  service  contracts  differently  with  distinctly 
different  teres,  phrases,  and  standards.  Accordingly,  firms 
feel  "hiring  the  expert"  is  the  only  approach  available  to 
win  contracts. 
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O.  OUTCOME 


The  vourca  talactlon  procaea  coaaancad  ) 6  January  1984. 
Five  weighted  factor*  as  dalinaatad  in  tha  original 
solicitation  provided  tha  basis  for  selection.  Tha  cost 
important  factor  was  "Method  of  Operation".  This  factor 
involved  the  evaluation  of  the  adequacy  and  effectiveness  of 
how  personnel,  facilities,  and  other  resources  would  be  used 
to  accomplish  the  work  in  eaoh  annex  of  the  PWS.  The 
annexes  were  also  weighted  in  that  they  were  arranged  in 
groups  by  relative  iaportanca  with  Group  A  being  the  most 
important  and  Group  E  being  the  least  important.  The 
grouped  annexes  broke  down  i*»  tha  following  manner. 

Group  A:  8 

Group  B:  3 

Group  Ci  2,  S,  i ,  y 

Group  D:  l 

Group  E:  6 

The  second  aost  important  factor  was  "Proposed 
Organization".  This  factor  included  evaluation  of  the  lines 
of  authority  and  responsibility,  span  of  control,  position 
descriptions,  and  the  qualifications  of  personnel. 

Tha  remaining  factors  ware  all  weighted  equally. 
"Corporate  Experionoe"  evaluated  experience  in  performing 
work  of  the  same  or  similar  scope  and  size  as  that  required 
in  the  annexes.  "Management  and  Administration"  involved 
evaluation  of  quaiiv,'  control,  personnel  recruiting  and 
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training,  accounting,  subcontracting ,  and  safety.  "Phase-in 
Exparlcro*  and  Plan"  involved  avaiuation  of  tha  phase-in 
schedule  to  aaaura  availability  of  kay  personnel  and  ainiaal 
disruption. 

Approxiaataly  ona  aonth  prior  to  tha  aourca 
selection  proeasa,  Western  Division  appointed  six  Tachnioal 
Evaluation  Texas  (TET's)  and  ona  Taohnloai  Evaluation  Board 
(TEB).  TET's  consistad  of  KPS,  Wastarn  Division,  and 
Coaaeroial  Activities  Prograa  Dataohaant  parsonnal  faalllar 
with  tha  araa  they  wars  avaluating.  Tha  taaas  and  nuabar  of 
parsonnal  on  aach  were: 

Teaa  ii:  Buildings  and  Struoturas  (3> 

Teaa  42:  Audiovisual  (2) 

Taaa  43:  Adainistrati va  Tn tap hone/ Faal ly  Housing  (2) 

Taaa  44:  Transportation  (faintananca  and  Oparatlons/Boi  ler 
Plants  (4) 

Taaa  45:  Past  Control 'Grounds  and  Surface  Areas  C2) 

Taaa  46:  ttanagaaent  Review  (7) 

Tha  priaary  focus  of  Taaas  1-5  was  "Method  of  Operation" 
evaluation.  Taaa  6  evaluated  tha  reaaining  factors, 
harrativo  and  point  icorst  ware  assigned  in  accordance  with 
existing  guidelines  and  instructions.  This  process  lasted 
two  weeks. 

The  TET's  then  presented  their  findings  to  the  three- 
aeaber  TEB  coaprised  of  Western  Division  and  NPS  personnel. 
The  TEB  aeabers  ware  all  senior  personnel  in  the  Navy  Public 
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Works  coaaunity.  The  TEB’s  prisary  focus  at  this  stags  was 
to  consolidate  and  coordinate  the  TETs’  evaluations. 
Earlier  in  the  process,  the  TEB  trained  the  TET  aeabers  on 
the  evaluation  Methods  to  ensure  the  TETs  produced 
evaluations  of  proper  quality  and  thoroughness. 

Th®  TEB  then  presented  a  briefing  to  the  Source 
Selection  Board  (SSB).  The  SSB  also  consisted  of  NPS  and 
Western  Division  Personnel.  Unlike  the  TEB,  these  board 
aeabers  were  not  part  of  the  Navy  Public  Works  ooaaunlty. 
Specific  areas  covered  in  the  briefing  included: 
teaa  coapositlon 
individual /teaa  training 
security  aeasures  taken 

evaluation  results  (point  totals  and  narratives! 

The  SSB  based  its  final  decision  on  the  contents  of  this 
brief. 

The  source  selection  process  concluded  in  aid-February . 
The  cost  of  contracting-out  exceeded  the  cost  of  governaent 
perforaance  by  two  all  lion  dollars.  Consequently,  the  SSB 
judged  in-house  perforaance  to  be  aore  econoaical  and 
retained  the  BOSC  solicitation  in-house. 

The  governaent* 8  in-house  estiaate  was  based  on  the  MEO 
developed  by  the  Shops  Director,  Public  Works.  The 
approxiaate  reduction  of  aanpower  froa  97  Ban-years  to  92 
has  held  up.  The  aannir.g  levels  have  increased  but  only 
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bteius*  of  inortMfd  workload  priMii iy  attributed  to  the 

^ '  ■  ■  '  «iW  r  ..  "  •  ‘  '■  ■’ 

noN  bait  exehanga,  iRoraaaod  ooaputor  oontar  onlntonanoo  and 

‘  ,  .  ^  "C  y;:4. 

a  151  inert***  in  atudont  population. 


V.  CONCLUSIONS  AND  RECOMMENDATIONS 


A.  CONCLUSIONS 

The  priaary  purpose  of  this  thesis  was  to  investigate 
the  probleas  experienced  it.  the  use  of  the  PUS  as  the 
baseline  for  solicitation  docuaents  in  the  CA  prograa,  and 
how  these  probleas  oould  be  resolved  in  the  pre-award 
process.  This  was  done  through  extensive  literature 
research  and  interviews  with  governaent  and  industry 
personnel.  Baeed  upon  this  research.  the  researcher 
cone 1 udes  t 

1.  The  PUS  preparation  process  and. its  associated  docu- 
aentation  is  a  useful  tool  for  efficient  aanageaent. 

Before  this  A-76  study.  no  organizational  analysis 

existed.  The  aode  of  operation  reseabled  "squeaky  wheel" 

aanageaent  rather  than  careful.  eethodica!  planning.  The 

PUS  preparation  process  stiaulated  neticulous  exaaination  of 

the  organization.  Managers  investigated  aore  efficient  and 

effective  procedures  and  personnel  assignaents  to  aeet  their 

requireaents.  Favorable  byproducts  of  the  process  included 

e  tneed  aanageaent  awareness.  standardized  procedures,  and 

clear  responsibilities. 

2.  The, PUS  preparation  process  as  it  current ly_ exists 
is  unnecessarily  lengthy  and _expenslve. 

Interviewees  felt  obligated  to  include  as  aany 

specifications  as  possible  to  ensure  the  tasks  would  be 

;>’.t or  w  properly.  Consequently,  the  aoney  and  tiae  costs 
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to  detail  th«  aptoif ioAtion*  war*  axottatva.  Two  ralatad 

paroaptiona  of  tha  PUS  dictate  tfti*  need  to  overspecify: 

Tho  govarnaant  views  tho  PUS  at  tho  alntaua  Mount  of 
quality  and  work  that  la  aooeptable, 

Tho  governaent  parcalvaa  that  tha  contractor  vlaws  tha 
PUS  as  tha  aaaiaua  aaount  of  quality  and  work  that 
will  ha  perforated. 

Consaquant ly,  ,  tha  govarnaant  is  challangad  to  win  thla 
battla  of  proper  performance  with  ovarspaolf icatlon  aa  tha 
principal  taotlo. 

3.  Lack  of  MfS „ standard! aat ion  at  Iowa  too  auoh  aubiac 
tivlty  _ln  tha_prpparation  prooaaa. 

Tha  first  ruta  for  conducting  an  A-76  coat  coaparlson 
ia  for  tha  govarnaant  and  tha  contractor  to  basa  tha  ooat 
figures  on  tha  aaaa  soopa  of  work  and  tho  sana  I aval  of 
parforaanoa.  Nevertheless,  Industry  paraonnal  considered 
tha  PUS  a  doeunant  with  traaandoua  potential  for  abuaa. 
Considerable  skepticism  axiatad  as  to  tha  objectivity  of  tha 
entire  process.  It  was  fait  that  tha  govarnaant  oan  suooaad 
In  wrongdoings  since  it  states  the  requirement,  develops  the 
specification,  foraulatas  its  own  bid,  and  selects  tha 
winner.,  Contractor  personnel  perceived  little  independence 
in  tha  process. 

Tha  PWS  often  contains  "country  club  specs".  These 
types  of  specifications  force  contractors  to  bid  on 
standards  that  the  govarnaant  itself  does  not  eeet  nor  plan 
to  neat.  Writing  specifications  to  a  higher  standard  than 


what  1«  anticipated  to  ba  done  ie  not  only  unfair  but 
illegal.  It  lnhibite  competition  in  eomamroial  activities. 

4.  Lack  of  mx parlance  is  a  significant  barrier  to  entry 
of  inmxper lenced  contractors  into  *-78  competitions. 

Industry  personnel  considered  the  entire  process  a* 

one  that  could  be  easily  gamed.  Knowing  how  to  play  is 

often  more  important  than  actual  capabilities. 

Consequently,  the  industry  interviewees  felt  that  a 

successful  offer  required  considerable  CA  expertise.  As 

previously  mentioned,  one  firm  had  approximately  20  years  of 

experience  in  service  contract  and  CA  work.  The  other  fira 

hired  an  ex-Navy  officer  for  consulting  services.  Only  high- 

powered  personnel  with  these  levels  of  experience  could  be 

expected  to  develop  a  successful  offer.  The  barriers  to 

entry  in  the  CA  program  can  be  overwhelming. 

B .  RECOMMENDAT i ONS 

i.  Tri-Service  PWS 

The  Navy's  Generic  PWS  Program  provides  field 
activities  with  standardized  PWS' s  for  common  functional 
areas.  These  standardization  efforts  have  had  limited 
success  as  the  generic  PWS’s  are  still  not  fully  utilized. 

Although  efforts  like  these  are  visible  in  all  the 
services,  there  has  been  minimal  cooperation  among  the  three 
services  to  standardize  PWS’s  across  the  entire  Department 
of  Defense.  Not  a! 1  functions  could  be  standardized  as  each 
service  has  its  own  unique  commercial  activities  functions. 


There  Arc  uny  functions  which  could  cosily  be  standardized 
within  DoD.  BGSC’w  ore  ideal  candidates  for  such  a  program. 
BOSC's  ir  Ive  tacks  that  arc  not  peculiar  to  a  certain 
servioe.  Audio-visual  services,  pest  control,  grounds 
Maintenance,  housing  ■aintenance,  and  food  services  do  not 
require  distinct  procedures  for  each  service.  These  oosaon 
tasks  should  have  common  procedures  with  oosson  language. 

Efforts  to  standardize  PUS*s  throughout  the  DOD 
would  greatly  streaaline  the  pre-award  prooess.  Government 
PWS  preparation  time  would  be  reduced.  Neighboring  commands 
could  share  "lessons  learned"  and  other  ideas  regardless  of 
service  affiliation.  Industry  would  also  benefit  from  suoh 
a  program.  Familiarity  with  the  specifications,  procedures, 
and  terminology  would  substantial ly  reduoe  the  proposal 
preparation  time. 

The  Issue  of  independence  in  the  process  should  also 
be  addressed  with  a  OoD-wide  program.  Individual  commands 
would  have  their  PWS  preparation  responsibilities 
substantially  reduoed.  This  rsstricts  the  amount  of 
subjectivity  and  allows  a  more  equitable  selection  process. 

2.  Government/ industry  PWS  Board 

The  establishment  of  a  PWS  Board  comprised  of 
government- industry  representatives  would  discount  the 
independence  allegations.  The  board's  purpose  would  be  to 
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ravlaw  th*  generic  PUS'*  for  content  and  language  to  proaote 
fair  and  open  ooapetition. 

Currently,  specification*  in  th*  PUS  are  often 
worded  in  such  a  way  at  to  inhibit  potential  offerors  froa 
bidding.  Reaoving  the  governaent  froa  the  final  review  of 
the  PUS  would  lower  industry  suspicions  of  bias.  A  sens*  of 
objectivity  of  the  prooess  aay  encourage  aora  coaaerciat 
sources  to  enter  th*  A-76  coapet.it ions.  Healthy  coapetition 
should  bring  lower  costs  which,  in  the  long-run,  would 
offset  the  high  oosts  of  establishing  this  PUS  Board. 
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